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INTERNATIONAL DIMENSIONS OF ACCOUNTING

Accounting is about to become interplanetary

or at least intersatellite in dimensions.

For wherever

man goes today, accounting is a necessary traveling
And when man lands on the moon, there is

companion.

sure to be a public accounting of the vast resources

expended in getting him there.

The accounting for this

awesome feat may follow the principles of one country
or another, for we are far from having a uniform set
of principles in use throughout our own planet.

Accoun

ting for the moon landing will follow, I hope, United
States principles and the monetary unit will be the
U.S. dollar.

English or Dutch or French or almost any

other accounting principles and currency would also be
fine.

But I would hate to think of our moon astronaut

emerging from his space ship, walking along the crater,

and encountering a man who asks change for 10 rubles
to make a phone call to Moscow.
But getting back down to earth.

I would like

to take note of some current progress that is being made
in measuring the international dimensions of accounting

and in seeking to bring about greater cooperation and
understanding among accountants in all nations.

The

International Working Party met this spring in Pebble

Beach, California, to consider establishing an inter
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national secretariat, review plans for the Tenth Inter

national Congress and consider other means of improving
international accounting relations and standards.
The International Working Party was estab

lished for just these purposes as a result of a resolu

tion adopted by the heads of agreement at the Ninth
International Congress of Accountants in Paris in

September 1967.

The resolution was Introduced by

Clifford Heimbucher of the United States to effect a
compromise between views of some delegations that

favored immediate establishment of an international

secretariat and others that opposed this action.

Professional bodies which organized the Sixth,
Seventh, Eighth and Ninth International Congresses,

together with the body chosen to organize the Tenth

such Congress, were invited to form this Working Party.
Consequently, representatives of professional bodies

from the United Kingdom, Netherlands., United States,
France and Australia

Party.
1968.

constituted the initial Working

The first meeting was held in Paris in April

The second meeting was the one in California

in May 1969.

At that meeting, plans were reviewed for the
Tenth International Congress of Accountants which is
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scheduled to take place in Sydney., Australia, in Octo
ber 1972.

We were very much pleased with the progress

made by the Australians in organizing this Congress.
Ronald Irish, President of the Congress, and Clifford
Anderson., Chairman of the Congress committee, have done

an outstanding job.

And the two professional bodies

which are soon to be merged -- the Institute of Char

tered Accountants of Australia and the Australian
Society of Accountants — are already cooperating

effectively.
I am personally enthusiastic about the
technical, at well as social, plans for the Congress.

Six major technical papers will be prepared, all re
lating to accounting, auditing and financial reporting.
They include:
1.1

Accounting principles used in determination
of income

1.2

Bases of accounting other than historical
cost, such as replacement cost, realiz
able value, discounted present value,
and price level adjustments to historical
costs

1.3

Consolidated financial statements

2.1

The auditor's report

2.2

Information needed by investors and others

2.3

Information needed by management

This promises to be a stimulating as well as enjoyable
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meeting.

From a publicity standpoint, we have a lot

to learn from the Australians.

Mr. Irish has already

contacted major United States television companies to
arrange for U.S. network television interviews at an

appropriate time to publicize the 1972 Congress.
The terms of reference of the International

Working Party call for a report within two years to
all interested accounting bodies on the International
Congresses, their objectives, and means of obtaining
these objectives.

An interim report, which is being

drafted by the Australians, will soon be submitted to
other members of the Working Party.

Very likely the report will note the objectives
of periodical international congresses, which are to:
(a)

enable members of the accounting pro
fession to meet one another in an
environment that facilitates dis
cussion and the interchange of ideas;

(b)

direct attention to and inform accountants
of developments in selected fields of
accounting thought and practice;

(c)

reach some broad conclusions on desirable
common aims which might be pursued by
all member-bodies if it is their wish and
within their power to do so.

It will also be reported that an interval of
five years between congresses is considered satisfactory
and so is the four day duration.

No restriction on

attendance is suggested to any host country.
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The interim report will state that repre
sentatives from two additional countries will join

the International Working Party.

Under the terms of

reference which established the Working Party, the
right was granted to co-opt up to three other countries.
Representatives from India and Mexico are being asked

to attend the next meeting of the Working Party.

That

meeting has tentatively been set for London in October

1970 or April 1971.
In considering the more difficult and con

troversial subject of establishing an international
secretariat, the Working Party prepared a memorandum

setting out the principles which are inherent in

establishing a sound accountancy profession and examined
the nature and extent of assistance already being ex

tended to developing countries.

As a result of these

considerations and the substantial cost which would
be involved, the Working Party sees some rather formid

able difficulties in establishing an international

secretariat at this time.

The interim report will set

forth alternate means of consolidating international
relations, improving lines of communication, promoting

the harmonization of accounting and auditing standards,
and assisting the formation of new accounting bodies.
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The review of the development of an inter

national accounting profession revealed that the
development of uniform standards and practices through

out the world is a matter of evolution, first requiring
willing movements within individual countries rather

than enforced movements from an outside source.

The

interim report will suggest a continuation of the
Working Party to encourage international cooperation.

After further refinement, the statement on establishing
a sound accounting profession will be published for
the guidance of those interested.

The statement will

contain criteria necessary for a professional organi
zation.

All participating bodies will be encouraged

to set forth in writing the extent to which they have
been able to meet these criteria where they are appli

cable .

Further recommendations will be made for

every participating body to send direct to each other
participating body that requests it:

(a)

a list of its technical publications;

(b)

particulars of its examination syllabus
and the extent to which examination
questions and answers are available;

(c)

its annual report;

(d)

its list of members.
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Each participating body will be requested to
allow any other participating body to publish its

technical and other documentation and translations
thereofwithout
,
charge, provided there is prior appro
val, proper attribution and the body using these

materials makes no profit from doing so.
The report to be issued by the Working Party

this summer is an interim report.

A comprehensive re

port is to be submitted for consideration at the Tenth
International Congress in. 1972.

In the meantime., the

Working Party will request suggestions from partici-

pating bodies throughout the world.

This information

is to be supplied by December 31, 1969 so that it may

be used in preparing the comprehensive report.
The Working Party noted many of the current

efforts to improve accounting communications and standards
internationally.

Regional accounting conferences are

having beneficial effects.

These include the Inter

American Accounting Conference, the Conference of Asian
and Pacific Accountants., and the Union Europeene des

Experts Comptables.
Another significant effort is the Center for

International Education and Research in Accounting at
the University of Illinois.

The Center, the Journal
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it sponsors and the International Seminar on Accounting
it conducts each year are important contributions toward

the dissemination, of accounting knowledge.

I am looking

for this Center to continue growing in prominence and
prestige and to engage actively in and support research
efforts directed toward harmonization of international

accounting standards.
The Latin American Newsletter, started by

Stephen Zeff at Tulane University, is a highly commend

able effort for communicating international accounting
developments.
Another notable program is that of the ICAC

in bringing accounting and auditing education to

developing countries in Latin America.
Still another cooperative international effort
is the Accountants International Study Group.

The Group

was established in 1966 jointly by the American Institute
of Certified Public Accountants, the Canadian Institute

of Chartered Accountants., the Institute of Chartered
Accountants in England and Wales, the Institute of

Chartered Accountants of Scotland and the Institute of

Chartered Accountants in Ireland.

Its terms of refer

ence are:
"To institute comparative studies as to
accounting thought in participating
countries, to make reports from time to
time, which, subject to the prior approval
of the sponsoring Institutes, would be
issued to members of those Institutes."
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The Study Group’s objectives are to provide
an impetus for greater cooperation in facing mutual

challenges and stimulus for the improvement of practice
standards among the memberships of the participating
Institutes and, perhaps internationally.

The first

study was published in January 1968, entitled "Accoun

ting and Auditing Approaches to Inventories in Three
Nations."

It dealt with a wide range of problems in

auditing inventories, including physical inspection
and valuation.
This first study had a beneficial effect on

practice.

Before 1968 was over the English Institute

issued a Statement on Auditing -- Attendance at Stock

taking, which implements recommendations of Study No.

1.

The English statement takes a strong position on

the necessity for auditors to physically inspect in

ventories, thus bringing English practice into line

with North American standards.
Study No. 2, dealing with "The Independent

Auditor’s Reporting Standards in Three Nations, " was

prepared by the U.S. delegation with the assistance
of material made available by Canada and the United

Kingdom.

It is being printed in England and our supply

of completed booklets is expected momentarily.

Views expressed in the study are those of
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members of the Study Group and not necessarily those

of the participating bodies.

This is important to

note, for Study No. 2 may shock some of our Institute
members with its recommendation for a short-short form
opinion.

It is sort of a mini-opinion, calling for no

more than use of the words "in our opinion," identifi

cation of the financial statements being reported on,
and a concise evaluation of the financial statements,
such as that they are "fair and reasonable."
Our committee on auditing procedures is now

considering an expanded short-form opinion, so Study
No. 2 may give them something to think about.

The

study comes up with some other unequivocal conclusions
of more than passing interest.

It says that the

auditor’s appointment should be made or ratified by
shareholders, that he should be permitted or required

to attend meetings of shareholders and should have
the right to appear before shareholders if his re
placement is proposed.

The study urges the profession

in all nations to inform the investing public of the
extent and limitations of the auditor’s responsibilities.
It says that financial statements reported on should
include as a minimum the balance sheet, statements of

income and retained earnings and a statement of source
and application of funds.

The study recommends a dis
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claimer of opinion on unaudited statements and urges
avoidance of negative assurances as far as possible.
This study is certain to create interest in

the U.S. and it may aid in changing practice.
The Accountants International Study Group

meets next in July in Toronto to consider a study pre
pared by the Canadian delegation on "Reliance on Other

Auditors."

Other subjects selected for study are

"The Problem of the Small Audit," "Reporting of Diverse
Activities by Conglomerates/' and "Accounting for
Corporate Income Tax."

These developments are encouraging signs

that real progress is being made toward international
development of the accounting profession and harmoni
zation of accounting principles.

